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V. ) and 14-32-408-027-000

)

DEPARTMENT OF REVENUE ) Barbara S. Rowe

OF THE STATE OF ILLINO S ) Adm nistrative Law Judge
)

RECOMVENDATI ON FOR DI SPOSI T1 ON

APPEARANCES: Patrick J. Cullerton, Attorney for Applicant

SYNOPSI'S:  The Cook County Board of Appeals filed a Statenent of Facts
in Exenption Application with the Illinois Departnment of Revenue (the
Departnment) for dd Town School of Folk Misic (the applicant). The
Departnent denied the application finding the property not in exenpt
ownership and wuse. The applicant filed a protest and requested a hearing.
The hearing was hel d. It is recomended that the Director of the
Departnent find that the parcel herein issue was not in exenpt ownership
and use for the taxable year in question.

FI NDI NGS OF FACT:

1. The Departnent's position in this matter, nanely that Cook County
per manent parcel index nunbers 14-32-407-090-000 and 14-32-408-027-000 were
not in exenpt ownership and use during the 1992 assessnent year was
established by admission into evidence of Departnent's Exhibits 1 through
6(d).

2. The applicant submtted a Board of Appeals - Statenent of Facts

in Exenption Application to the Cook County Board of Appeals. On July 2,



1993, the Cook County Board of Appeals recomrended that this exenption be
denied finding no exenpt use. The application was received by the
Departnment on July 14, 1993 (Departnent's Exhibit 2).
3. On April 15, 1994, the Departnent denied the exenption finding:
THE PRI MARY USE OF THE PROPERTY | S NOT CHARI TABLE.
THE PRI MARY USE OF THE PROPERTY IS NOT EDUCATI ONAL.
THE PROPERTY IS NOT | N EXEMPT OANERSHI P.

APPLI CANT IS NOT A SCHOOL WTHIN THE GENERAL SCHEME OF
PUBLI C EDUCATI ON.

APPLICANT IS NOT ORGANIZED FOR CHARITABLE PURPCSES
(Department's Exhibit 3).

4. On April 25, 1994, the applicant requested a hearing in this
matter (Departnent's Exhibit 4).

5. On August 24, 1994, the Departnent issued a Notice of Pre-Hearing
Conference for a conference scheduled by agreement of the parties for
August 31, 1994. The pre-hearing conference took place as scheduled
(Department's Exhibit 5).

6. On Septenber 6, 1994, the Departnent issued a Notice of Hearing
for a hearing scheduled on Cctober 12, 1994 at 1:30 p.m at the James R
Thonmpson Center, Chicago, Illinois. The hearing was held pursuant to that
notice (Departnent's Exhibit 6).

7. The applicant acquired the parcels herein issue by war ranty
deeds dated May 27, 1968 and April 10, 1990 (Departnent's Exhibit 2(c)).

8. The Applicant is incorporated under the Illinois General Not For
Profit Corporation Act. The Articles of Incorporation for applicant state
that the purpose is:

To do all things deenmed necessary in the organization and

managenment of a school of nusic, with particular enphasis on the

teachi ng and studying of folk music; to coach, teach and instruct

folk music and the playing of nusical instruments, and for

educational (not including the operation of a post-secondary

educational institution as defined by the statutes of this

State), civic and literary purposes in general (Departnent's
Exhi bit 2(d).



9. The applicant was granted a 501(c)(3) exenption fromthe paynent
of federal income tax in Cctober, 1962 by the Internal Revenue Service
(Department's Exhibit 2(j)).

10. Applicant owns two buildings |ocated on the parcel index numbers
herei n questi on. They consi st of a 15,000 square foot, two-story building
at 909 West Armitage and an 8,000 square foot, four-story building at 939
West Arm tage.

11. The 909 West Armitage address houses the administrative offices
for the applicant, a 300 seat concert hall, a nuseumresource center and
the Different Strummer Music store.

12. The 939 West Armitage building has two floors of classroom and
teaching space and two floors containing tenants (Departnment's Exhibit 2
(f)).

13. Applicant |eases the fourth floor of the building at the 939 West
Arm t age address as an apartment for a nmonthly rent of $900.00
(Department's Exhibit 2(m). The floor is 85.35 feet by 25 feet
(Department's Exhibit 2(i)).

14. The applicant |eases the first floor of the 939 West Armtage
building as a paint and wallpaper store for a monthly rental of $1,430.00
in 1990 with an annual yearly increase not to exceed 6 percent of the gross
| ease per year (Departnent's Exhibit 2(n)). The floor is 85.35 feet by 25
feet (Departnent's Exhibit 2(i)). The applicant also | eased t he basenent
to the store for the period August 1, 1991 to July 31, 1992 for an
increased rent in the armount of $1,689.00 for August 1, 1991 to February
14, 1992 and $1,789.00 for February 15, 1992 to July 31, 1992 (Departnent's
Exhibit 2(n)).

15. The applicant operates a retail nusic store on the first floor of
the building at 909 West Armtage. The nusic store takes up approxi mately

6.5 percent of the first floor. The storage area used by the music store in



the basement of the building is approximately 4.14 percent of the basenent
area (Departnment's Exhibit 2(0), Transcript (Tr.) 34-36).

16. The Balance Sheet of February 28, 1993 Ilisted assets and
liabilities in the anbunt of $1,141, 284.47. Applicants operating revenues
for the nonth endi ng February 28, 1993 came from tuition-$54,834.00; tota
fundrai si ng-$23, 740. 00; total sales-%$2,558.34; total events-$23,030.35;
incone from Different Strummer-$24,392.89; discounts D.S. -(%$1, 388.24);
total other income-%$20,523.77; for net operating revenues of $147,692. 10.
The General Administrative Expenses were: total salaries-$58,767.78; total
benefits-$7968.43; total instructional program $4316,82; total fundraising
expense $486. 00; total sales expense-$560.42; total events expense-
$14,938.51; nuseum expense-$160.00; total operating expense-$23,022.98;
total real est at e expense-$9, 018.49; cost of merchandise D. S.-$14, 116. 02;
inventory variation D.S. -($446.91); other expenses-Different Strunmmer-
$5, 016. 29; total ot her expenses-$2, 925. 00; contri buted goods and services-
$140.00 for total general and adm nistrative expenses of $140989. 83 gi ving
a net profit of $6702.27 for the nonth (Department's Exhibit 2(L)). A
sim | ar balance sheet was not subnmitted for the taxable year in question.

17. Applicant's Annual Report for 1992 shows a total of 2,634 adult
group students enrolled, 2,388 children group students enrolled and 16, 254
adult/children's private |essons given. The total attendance at 1992
concerts was 18,634. The financial/facility area of the report states:

The growth shown throughout this report was mrrored in our end-

of -year position. Gross revenue for 1992 was $1,553,500 as

conpared to $1,232,400 for 1991. Tuition accounted for $550, 000,

fundrai sing for $325,000, and events for $225,000. Qur nusic

store and other income sources accounted for the bal ance.

Expenses total ed $1,545,900 with salaries and benefits of

adm ni strators and teachers accounting for $700,000 (Applicant's

Exhibit 8, Tr. 40-41).

18. The applicant testified that:

The O d Town School derives its revenue fromtuition charged to
parents, children, and adults that take instructional classes at



the school; fromconcert ticket revenue; from what we cal

unear ned revenue, whi ch i ncl udes f oundati on, cor por at e,

governnent grants, individual contributions, sponsorships, and

in-kind gifts; and then the revenue fromour retail operations.

Those are the sources of revenue for the school (Tr. 40).

19. Applicant has various schol arships for group classes for students
who are not financially able to afford applicant's prograns (Tr. 66). The
Schol arship Policy states that applications are to be reviewed by the
Schol arship Comrittee and that the financial need, commtnent, desire,
previ ous experience and wllingness of the applicant to cover sone of the
cost and/or work as a volunteer of the applicant is the criteria for a
schol ar shi p. The applicant acknowl edges that the federal governnent
gui delines for poverty fall considerably below the cost of [living and
encour age those at higher levels of income to apply (Departnent's Exhibit
2(k)). The applicant testified that since tracking schol arship vouchers
whi ch was begun in 1993; 500 vouchers had been distributed wth a face
value in excess of $47,000 (Tr. 66). No one who requested a schol arship
for the group classes in 1992 was refused (Tr. 72). The schol arship
program does not include private lessons (Tr. 75). The applicant provides
sone schol arship students with free instrunments fromthe music store (Tr
74) .

20. Goup teachers are paid based on the length of the class. If the
class lasts for an hour the conpensation is $25.00; for 90 m nutes, $35.00;
and $40.00 for two hours (Tr. 41). Private instructors are conpensated
ei ther at $60.40 per hour or $16.40 per-hour (Tr. 41).

21. The applicant receives contributions from foundations and
corporations, governnmental bodies, businesses and individuals. Applicant
testified that by nature, nost of the programs would | ose noney if not
supported by outside sources (Applicant's Exhibit 8, Tr. 42-43).

22. Inconme from concerts and tuition revenue makes up 70 percent of

applicant's annual operating budget (Tr. 41). Applicant testified that



they often waive ticket price and give excess tickets to school children
when a show is not going to be sold out (Tr. 43). Applicant testified that
there was no witten policy to waive concert ticket price dependent upon
need. If seats were available they would rather see the seats filled
because the cost to the applicant would be the sane (Tr. 50).

23. Applicant has a witten rental policy for use of its space (Tr.
53) .

24. Applicant's contention that their factual situation is very
simlar to the exenptions granted by the Departnent in Dorolyn Acadeny of
Musi c, Docket No. 90-16-869, the Conservatory of Central Illinois, Docket
No. 86-10-93, and Sherwood Conservatory of Misic, Docket No. 85-16-203
(Applicant's Post-Hearing Exhibit 1) was not wupheld by the facts.
Applicant testified that they advised the Sherwood Conservatory of Misic
regardi ng the devel opnment of the children's curriculum (Tr. 45).

25. The applicant charges adnmi ssion to the three different series of
concerts that they hold each year (Tr. 48). Applicant al so gives a nunber
of performances that are open and free to anyone who wants to come to the
school after school hours. The performances are given by the teachers and
students in the school that evening (Tr. 49).

26. Applicant testified that they had an accreditation through
Cortland State University at one tinme but that programis no |longer in
exi stence and that they do not feel the need to be accredited (Tr. 55-56).

27. The applicant has an in-school residency programwherein they
choose about 24 public school each year to send artists to provide
programm ng for children who have little or no nusic in the school (Tr. 81-
85) . The applicant also tries to coordinate free events with the concerts
that they bring to the area (Tr. 94-97).

28. A witness for the applicant testified that the nenbers of the

Board of Directors of the applicant are not conpensated (Tr. 90).



29. The application listed the parcel index nunbers in question as
14- 32-407-085 and 14-32-408-027 (Departnment's Exhibit 2). The information
submtted by the applicant's attorney after the hearing stated that parce
i ndex nunber 14-32-407-085 was elimnated in 1992 and repl aced by Parce
I ndex Numbers 14-32-407-090 and 14-32-407-089. The applicant owns the
property assigned Parcel |Index Nunber 14-32-407-090 (Post-Hearing Exhi bit
1).

CONCLUSI ONS OF LAW Article |X, B of the Illinois Constitution of
1970, provides in part as foll ows:

The General Assenbly by |aw may exenpt from taxation only the
property of the State, wunits of [|ocal government and schoo
districts and property used exclusively for agricultural and
horticultural societies, and for school, religious, cenetery and
charitabl e purposes.

The statutes of Illinois have provisions for property tax exenptions.
In particular, 35 ILCS 205/19.7 (1992 State Bar Edition), (1991 Illinois
Revi sed Statutes, Chapter 120, Paragraph 500.7), exenpts certain property
fromtaxation in part as foll ows:

All property of institutions of public charity, all property of
beneficent and charitabl e organizations, whether incorporated in
this or any other state of the United States, all property of old
people's homes and facilities for the devel opnentally disabl ed,
...when such property is actually and exclusively used for such
charitable or beneficent purposes, and not |eased or otherw se
used with a view to profit;....All old people's homes or hones
for t he aged or facilities for t he devel opnental | y
di sabl ed...shall quality for the exenption stated herein if upon
maki ng an application for such exenption, the applicant provides
affirmati ve evidence that such hone or facility...is an exenpt
organi zati on pursuant to paragraph (3) of Section 501(c) of the
I nternal Revenue Code, ...and...the byl aws of the hone or
facility...provide for a waiver or reduction of any entrance fee,
assi gnnent of assets or fee for services based upon the
individual's inability to pay,...

In Crerar v. Wllianms, 145 1l1. 625 (1893), the Illinois Suprenme Court

defined charity as foll ows:

A charity, in a legal sense, may be nore fully defined as a gift,
to be applied consistently with existing |aws, for the benefit of
an indefinite nunber of persons, either by bringing their hearts
under the influence of education or religion, by relieving their
bodi es from disease, suffering or constraint, by assisting them



to establish thenselves for |life, or by erecting or maintaining
publ i ¢ governnent. It is immterial whether the purpose is
called charitable in the gift itself, if it is so described as to
show that it is charitable in nature.

In the case of Methodist Od Peoples Honme v. Korzen, 39 Ill.2d 149
(1968), the 1llinois Supreme Court |aid down six guidelines to be used in
determ ning whether or not an organization is charitable. Those six

gui delines are as foll ows:

(1) The benefits derived are for an indefinite nunber of persons;

(2) The organization has no capital, capital stock or sharehol ders,
and does not profit fromthe enterprise;

(3) Funds are derived mainly fromprivate and public charity, and are
held in trust for the objectives and purposes expressed in its charter;

(4) Charity is dispensed to all who need and apply for it;

(5) No obstacles are placed in the way of those seeking the benefits;
and

(6) The primary use of the property is for charitable purposes.

I find that the applicant does not qualify as a charitable
organi zati on under the guidelines above. The applicant had excess revenues
over expenses in 1992 in the anpbunt of $7,600.00. The applicant testified
that 70 percent of its funds canme fromtuition and concert revenues. The
funds are not derived mainly from public and private charity.

The scholarship policy applies only to the group |essons that the
applicant provides and not to private | essons. There are no provisions for
wai ver of fees for people who cannot afford tickets for the concerts.
Al t hough applicant does have a policy of giving away tickets when they are
not sold, there are obstacles placed in the way of persons seeking benefits
fromthe applicant.

It is recommended that the Director of the Departnent find that Cook
County permanent parcel index nunbers 14-32-407-090-000 and 14-32-408-027-

000 were not in exenpt ownership and use for the taxable year in question.



It is therefore recomrended that Cook County permanent parcel index nunbers
14- 32-407-090-000 and 14-32-408-027-000 remain on the tax rolls for the

1992 assessnent year.



